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The WTO is courting Africa 


After the failure of Seattle and especially in the 
face of lack of cooperation from the Third World, 
the WTO is organising a three-day meeting with 
the African countries next November at the "City 
of Democracy" in Libreville, Gabon. 


53 African countries’ will each send 3 
representatives: 

- the Trade Minister (or equivalent) 

- their Ambassador from Brussels or Geneva 

- an expert of their choice 


This meeting is a communications exercise 
seeking "reconciliation" with Africa after the 
breakdown of the Seattle round of negotiations. 


Little information has been made available publicly 
yet but the Gabonese government has already 
sent out the invitations, with approval from Paris 
and the French Ambassador made a_ public 
announcement on the meeting during the 
traditional 14th of July cocktail at his official 
residence. 


The WTO will be picking up the bill for the 
representatives of 33 out of the 53 countries 
present and will be fielding a delegation of around 
20 people, plus translators. Everyone will stay in 
the city's two big hotels; European delegates will 
arrive in two or three groups due to the small 
number of airlines serving Libreville directly (Air 


France, Air Gabon, Swiss Air) and the small 
number of "business class" seats. 


There will therefore be a total of around 175 
people attending this WTO-Africa meeting. It will 
be difficult for uninvited protestors to make their 
way to Libreville because it is particularly difficult 
to get permits to enter the country and the 
application procedure for visas is rather bizarre. 


Note: we haven't been able to get any further 
information for the time being. Don't hesitate to 
send us any you may get hold of. We'll be 
publishing all official and unofficial documents we 
can. 


On this subject, you'll find two official documents 
that have just been published but that aren't 
really designed for the "general public" on the web 
site: 


- The WTO report on the European Union 

http: //attac. org/fra/orga/doc/omc.htm (only 
available in English) 

- The government of Ecuador's report to the 
director of the IMF concerning their "progress" 
under the organization's tutelage. 

http: //attac.org/fra/gouv/doc/ecuador.htm (only 
available in Spanish at the moment) 








First published Courriel d’information n°154 
journal@attac.org 

Translation: Chris Arden, volunteer translator 
coorditrad@attac. org 








4 


attac 


Declaration of the international 
farmworkers' mission in Colombia 


We, the members” of the _ international 
farmworkers' mission ('Via Campesina'), wish first 
of all to declare how moved and outraged we were 
to view first-hand the situation in which Colombian 
campesinos, or farmworkers, and _ their 
organisations, as well as _ the _ indigenous 
population, particularly the U'wa people, are 
living. After talks with high-ranking civil servants, 
with national leaders of the farmworkers' and 
indigenous peoples' movements, and with their 
organisations and local chapters in Puerto Asis 
(Putumayo), Cauca, Tolima, Magdalena Medio and 
Cubara (Boyaca), we feel that the difficulties of 
the rural population in Colombia are directly 
related to the global economy and the struggle of 
millions of farmworkers and peasants the world 
over: sovereignty in food matters, the right of 
nations and of communities to decide their own 
economy and food issues, agrarian reform and 
how to withstand the attempts of transnational 
companies to take over all spaces through major 
investment projects and the appropriation of a 
people's genetic and cultural heritage. 


We are angered by statistics showing that owners 
of estates larger than 500 hectares (0.2% of all 
landowners) accounted for 32% of all available 
land in 1984, and that by 1997 this figure had 
risen to 45%. Moreover, since 1974 land under 
cultivation has decreased by approximately one 
million hectares. 


These figures show that the human right to food, 
which entails the right to access to land as a 
resource for providing food to populations in a 
system of _ self-determination, is not being 
respected. The most effective instrument for 
guaranteeing the right to food - i.e., agrarian 
reform - is not being implemented to ensure 
peasants' rights to access to land. Under the 
Agrarian Reform Law of 1994, a large number of 
the million landless families and poor farmers are 
excluded from benefiting from the programme 
through its credit system. The obligation to 
finance 30% of the price of land has left a large 
number of beneficiaries with unpayable debts. 


In addition, the institutions in charge of 
implementing the Agrarian Reform (INCORA and 
the Banco Agrario) lack the funds needed to 
increase the volume of redistributed land. 


We have also verified that, in direct correlation 
with the increase in violence, Colombia has lost its 
sovereignty and security in food matters, and now 
depends on imported foodstuffs. The area of land 
under cultivation has decreased drastically, as 
land ownership has become concentrated in fewer 
and fewer hands. Instead of feeding Colombians, 
the current model gives priority to major 
investment projects in oil and roads, and in the 
strategic surrounding areas where such projects 
are to be undertaken. 


These figures show that violence has direct 
beneficiaries. We _ believe that these _ large 
landowners are behind the warfare and behind the 
shifting of thousands of farmworkers to illegal 
crops, and that their responsibility must be made 
known to the international community, which has 
been given a false image of the causes of conflict 
in Colombia. 


We are especially concerned at the existence of 
legislation making it legal to force farmers and 
workers off of land located within 5 kilometres of 
oil wells or other operations. And we are very 
certainly concerned and outraged at the violent 
uprooting of nearly two million farmers and 
workers during the past 15 years. 


We cannot help but think that this systematic 
uprooting of rural populations is the result of a 
plan devised by the managers of a supposedly 
accelerated development model, who consider 
that rural and indigenous populations are unviable 
and pose an obstacle to development. According 
to the model, rural economies and indigenous 
cultures must be extirpated as out of place. If the 
market cannot achieve this on its own, then 
warfare can be used instead to play the role of an 
economic programme. 


The idea is to make the world believe that drugs 
are the cause and essence of what is happening in 
Colombia, when in fact it is the result of the 
neoliberal model of globalisation, with the 
elimination of trade regulations, the violent 
concentration of land ownership, forcing 
farmworkers into a state of colonisation, and the 
corruption which for many decades has dominated 
the higher echelons of Colombian life. 


Today we feel sure that the main reason why this 
terrible situation persists is that the rest of the 
world Knows nothing about it. Diplomats and the 
media have spread an image of Colombia as "the 
oldest democracy in Latin America", when in fact 
one of its farmworkers' organisations has had 
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1,700 of its members murdered over the past 14 
years, while others have suffered similar losses. 
We do not consider it appropriate to label as 
democratic a regime where actual genocide is 
being committed against leaders of the rural and 
indigenous communities, and against leaders of 
trade unions and opposition parties, in order to 
bolster a liberal-conservative two-party system. 


We were shocked and angered at the list of union 
and farmworker leaders that have been murdered, 
exiled or 'disappeared' in recent times, including 
the present year. Our indignation has increased 
even further upon learning the circumstances in 
which they were and are being persecuted for 
fighting for the rights of the majority of the rural 
population. It is painful to see how the indigenous 
Chimila populations of Magdalena and the Embera 
of Murri are living like prisoners locked inside their 
own territory. 


Transnational corporations are imposing their 
model of globalisation, while we are trying to 
globalise the struggle against that model of 
exclusion and violence, building solidarity with the 
rural populations, farmworkers and indigenous 
peoples of Colombia and with the organisations 
that are valiantly working to stay alive amidst the 
violence. This endeavour is now an indispensable 
part of our work. 


At the same time, we are filled with admiration 
and hope on_ seeing how the _ indigenous 
communities and rural populations continue firmly 
and courageously to fight for their rights. To see 
the U'wa mobilised next to thousands of 
farmworkers from Arauca, northern Santander and 
Boyaca, standing up to Occidental Petroleum and 
the massive power of the transnational oil 
corporations, has filled us with renewed energy 
and optimism. 


It has also been stimulating to hear the 
farmworkers of Cauca speak about their strike last 
October; to meet the people from Magdalena 
Medio who are surrounded by paramilitary forces 
and cut off from the world by the disinformation 
spread by the news media; to meet the farmers 
and indigenous peoples of Putumayo who are 
ready to forge their own future and stand up to 
the Colombia Plan. 


We went there out of a commitment to solidarity, 
which has only been heightened by seeing the 
decision to give up one's life if need be for the life 
of one's people as a whole. We saw this in each 
and every one of the farmworker and indigenous 


leaders, who could at any moment fall victim to 
paramilitary forces, through murder or 
disappearance, following arrest and savage 
torture. 


Against this background, we call on the peoples of 
the world in general and organisations affiliated 
with Via Campesina to actively oppose and 
denounce the Colombia Plan and its backing by 
the United States. After having seen and analysed 
it, we know that it does not guarantee integral 
development of the rural populations in Colombia. 
We trust that the EUROPEAN UNION will not 
become involved in or support this Plan, which 
merely seeks to perpetuate the tragedy in 
Colombia; which applies military solutions to 
benefit the expansion of large landholdings based 
on cultivation of the African palm; which would 
impose the exploitation of transnational oil 
companies in Putumayo, in U'wa territory, mining 
in Magdalena Medio and other parts of the 
country; which would open up the Amazon basin 
to transnational corporations, giving them access 
to its biodiversity and genetic heritage, without 
solving the problem of illegal crops. Given the 
situation of the rural populations, they will simply 
be driven further into the jungle, cutting down 
trees to repeat and extend those same crops. 
Thus, further ecological damage will be caused 
through the dispersion of the crops and through 
the chemical fumigations with fungi whose 
behaviour could prove fatal for the jungle and for 
human life. 


It is our profound conviction that the solution to 
the grave situation in Colombia does not lie in 
more warfare as presented in the Colombia Plan, 
but in attitudes and policies that would bring 
about the true democratisation of the country, the 
eradication of corruption, and a firm political 
commitment to put an end to impunity for so 
many crimes and complicity with the paramilitary 
forces. The solution lies in effective answers to 
economic and social problems, answers which 
would reduce the rates of poverty and social 
injustice in the population and stop all forced 
displacements of peoples. 


Let us overcome outrage with solidarity, and feed 
hope through a commitment to fight! 


Signed by: 

JOSE BOVE, Speaker for the Confédération 
Paysanne de France 

JOAQUIM MIRANDA, Chair of the Development 
and Cooperation Committee of the European 
Parliament 
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UNZALU SALTERAIN, Chair of the Basque 
farmworkers’ organisation EHNE and member of 
Coordination Paysanne Europénne - CPE 

ALBA PALACIO, Member of the Central American 
Parliament and leader of the Nicaragua 
Farmworkers' Association 

EVO MORALES, leader of the farmworkers 
movement and member of the Bolivian Parliament 
STEFAN OTTERINGER, Representative of FIAN 
Internacional 

JOSE MANUEL DE LAS HERAS, General Secretary 
of the Co-ordinator of Farmers' and 
Stockbreeders' Organisations - COAG, Spain 
SUSANA PAIM FIGUEREIDO, lawyer for the 
Landless Workers' Movement in Brazil 

GARY ESPINOZA MARTINEZ, General Secretary of 
the National Federation of Farmworkers' and 
Indigenous Peoples’ Organisations of Ecuador - 
FENOCI 

FLORENCIA COSTA, journalist, Brazil 

GEORGES BARTOLLI, French journalist 


Bogota, July 12, 2000. 
First published Correo informativo n°46 


informativo@attac. org 
Translation coorditrad@attac. org 








the G7 is unmasked 


The Third World Debt in Okinawa: the G7 is 
unmasked! 


With the G7+1 summit taking place in Okinawa 
it's time to check on the status of promises 
concerning the cancellation of Third World debt. 
More than a year ago, in June 1999 in Cologne, 
the J ubilee 2000 coalition handed the G7 leaders a 
petition with 17 million signatures calling for them 
to cancel the debt of 50 Third World countries. 
The G7 seemed to respond positively and 
committed to rapid cancellation of up to 90% of 
the debt of 41 heavily-indebted poor countries 
(HIPC), making the fight against poverty a 
priority. $100 billion were to be devoted to this 
generous initiative, which was widely covered by 
the media. 


Public announcements echoed round the world. 
Standing in front of the IMF and World Bank 
Assembly Michel Camdessus read out the letter 
written by the two young men from Guinea who 
died in the landing gear of a Sabena Airlines plane 
and he declared that their appeal had been heard 
thanks to the Cologne Initiative. In September 
1999, President Bill Clinton announced that his 
country would unilaterally cancel 100% of the 


poor countries’ debt. He was followed by Gordon 
Brown, Great Britain's Chancellor of the 
Exchequer, by Jacques Chirac etc. 


At the time, the Committee for the Cancellation of 
Third World Debt (COCAD) cried out that this 
initiative was a sham and called for real solutions 
to be implemented. 


So, what is the situation a year after Cologne? 


Of the $100 billion announced, barely $2.5 billion 
have materialised. That represents about 1.2% of 
the debt of the HIPC. (The figure is $2.07 billion if 
ex Eastern-bloc countries are excluded). This is a 
far cry from the 90 or 100% _ cancellation 
announced! Whatever discussion there might be 
on just how much effort has been made, everyone 
now agrees that very little has been achieved. 


The world's richest countries are really stingy. The 
US Congress has allocated $63 million to debt 
reduction in 2000, $69 million in 2000, i.e. 1/4 of 
one-thousandth the $280 billion annual US 
defence budget. This is in the context of a budget 
surplus expected to amount to around $100 billion 
over the next decade. One can guess that both 
the Capitol and the Pentagon intend to spend part 
of this on the anti-missile shield project (so loved 
by Ronald Reagan in the 1980's) rather than on 
cancelling Third World debt. 


Our calculations show that none of the creditor 
nations of the North will be contributing more than 
1% of their defence budget to debt relief. Thus, 
the Belgian government plans to allocate BF800m. 
(about Euro 20m.) to Third World debt reduction. 
Furthermore, it should be pointed out that most of 
this sum has not yet been handed over. At the 
rate of BF800m. per annum it would take a 
century to cancel the BF90bn that the HIPC owe 
Belgium. It is also worth stating that the sums 
that industrialised countries allocate to debt relief 
are used to compensate private German, French 
and Belgian companies that participated in white 
elephant projects in countries that are now 
crushed by the burden of the debt (especially 
installations unsuited to local needs such as the 
Inga Dam in the Lower Congo or the Kl6ckner Iron 
and Steel Works in Cameroon). These white 
elephants were bought by regimes that were paid 
commissions by these companies for accepting 
"turnkey" packaged solutions that included both 
the projects and the loans. The contracts involved 
were gigantic and the companies involved were 
aided and abetted by western governments that 
wanted to keep close ties with their ex colonies 
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(France, Great Britain, Belgium, Germany, Spain 
and Portugal) or that wanted to open up new 
markets by forming strategic alliances (United 
States). Most of the HIPC debt originated in the 
1970's and 1980's. 


An equally serious matter is the fact some of the 
funds allocated to compensating private sector 
creditors are drawn from development aid 
budgets. In short, the funds announced by the 
governments of the North aren't reaching the 
people of the South; they are public funds that are 
being used in part to the advantage of private 
firms despite the fact that they are largely to 
blame for the disastrous situation in the Third 
World. One can rightly ask why it's necessary to 
compensate private sector creditors who have 
already made substantial profits from juicy 
contracts with debt-laden countries as well as 
having received subsidies from governments of 
the developed countries. 


Moreover, France and Japan are _ lying 
outrageously when they pretend that they are 
cancelling the debts owed to them by the HIPC. 
The truth is that they are demanding that the debt 
be repaid. On receipt of the reimbursements, 
France and Japan will donate the funds, which is 
not the same thing as debt cancellation at all. 
Japan specifically demands that when the funds 
are handed back to the developing countries they 
be used to buy goods and services supplied by 
Japanese companies. In short, the debt does 
indeed have to be repaid and the funds that are 
"given" end up in the coffers of the "donor" 
country's corporations. 


The announcement made in Okinawa, on the 23rd 
July 2000, that Japan was making a $15bn "effort" 
in favour of Internet development in the Third 
World should be viewed in the light of this. This is 
yet another example of tied development 
assistance that induces the beneficiary countries 
to buy Japanese computer equipment. France is a 
little more discreet on this because, for several 
years now, significant progressive movements 
have been strongly critical of tied development 
assistance. However, it should be remembered 
that President Jacques Chirac has been offering 
debt relief to the HIPC for several years on the 
condition that they privatise their public sector to 
the advantage of French multinationals. Bouyges, 
Vivendi and other large French multinationals 
have bought whole sectors of the economies of 
the old French African colonies at discount prices 
thanks to this policy. 


Finally, we must not forget that all these debt 
relief initiatives are linked to © structural 
readjustment programmes imposed by _ the 
creditor nations which, even if they now refer to 
them as "Strategic Frameworks for Fighting 
Poverty", force the countries concerned to 
continue opening their markets to goods from 
developed countries and extend fiscal policies that 
place the burden of taxation on the poor (VAT 
rates in Western Africa are in the range of 18 to 
21% whilst, pretexting the need to encourage 
private investment, capital is not taxed directly). 
These policies also lead to widespread 
privatisation of the water and energy sectors 
(Vivendi applauds this), the continuation of a 
policy of exporting at any cost which has 
detrimental effects on food safety (food crops are 
abandoned in favour of crops that can be 
exported) and is preventing the conservation of 
natural resources (deforestation and extreme 
exploitation of raw material and fuel resources), 
the privatisation of communal land, the further 
lowering of public sector starvation wages, in 
short the application of hard-line neo-liberalism 
with a sprinkling of targeted subsidies for those in 
"abject" poverty. 


In conclusion, the current initiatives are either 
totally inadequate or quite simply unacceptable. 


If real solutions are to be implemented it will be 
necessary to lift the veil of secrecy that's hiding 
the truth concerning Third World debt: the debt is 
really a mechanism for transferring wealth from 
the South to the North. The latest figures from the 
World Bank show that in 1998 the 41 HIPC 
transferred $1,680 million more to the North than 
they received (cf World Bank: = "Global 
Development Finance, Net flows and transfers on 
debt" table, April 2000). That's massive. The 
reality is that the HIPC are making the richest 
countries even richer. 


If we widen the debate to cover all the developing 
countries then the scandal takes on outrageous 
proportions. In 1999 these countries transferred a 
net sum of $114.6 million to the creditor nations 
in the North (op. cit. p. 188)! That's at least 
equivalent to the Marshall Plan but transferred in a 
single year. 


Another indicator: in total the developing 
countries reimbursed (in capital and interest) 
$350 billion in 1999 (op. cit. "Tables" p.24), i.e. 
seven times more than the total for Public 
Development Aid which amounted to $50 billion 
that year! 
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What are the real solutions? 


The starting point must be to meet the basic 
human needs guaranteed by the Universal 
Declaration of Human Rights. Rather than 
speaking grandiloquently about the advantages to 
be gained by developing countries from access to 
financial markets and the supposed benefits of 
globalisation, it should be bourn in mind that each 
year sub-Saharan Africa reimburses almost $15 
billion, i.e. four times more than it spends on 
health and education. Meanwhile, according to the 
United Nations Development Program, a budget of 
$40 billion dollars per annum over ten years would 
allow universal primary education (there are 
currently 1 billion people suffering from illiteracy 
in the world), guarantee access to potable water 
for the 1.3 billion people who are deprived of it, 
provide medical care to 2 billion people who don't 
have access to it and ensure basic food needs for 
the 2 billion people suffering from anaemia. 


If we really want to see durable human 
development social justice then several urgent 
steps must be taken. 


1. Cancel the Third World's public external debt (it 
has already reimbursed more than four times 
what it owed when the debt crisis exploded in 
1982). This external public debt amounts to 
around $1.6 trillion, i.e. less than 5% of global 
debt that currently stands at about $40 trillion. 
The US public debt (for a population of 275 
million) amounts to $5 trillion, i.e. more than 
three times the total exterior public debt of sub- 
Saharan Africa (population 600 million). Cancelling 
the Third World debt would require demanding 
that all the various creditors wipe out 5% of their 
accounting assets. That's not too much to ask. 


2. Start and successfully conclude judicial 
proceedings to end the impunity of those who got 
rich illegally on the backs of their citizens as well 
as their accomplices in developed countries. The 
late Mobutu's fortune is believed to amount to at 
least $8 billion whilst the Democratic Republic of 
Congo is in debt to the tune of $13 billion. These 
illegally-gained assets must be expropriated and 
handed back to the plundered population via a 
democratically- controlled local development fund. 


3. Abandon the structural readjustment policies 
that are so disastrous for Third World populations. 


4. Apply a tax like the Tobin Tax and devote the 
majority of its resources to socially just and 
ecologically sustainable development projects. 


5. Deliver on the promises made by countries in 
the United Nations by raising Official Development 
Assistance (ODA) to 0.7% of the Gross National 
Product of developed countries (at the moment it's 
only 0.24% for the OECD as a whole). The entire 
ODA should be bestowed as a donation (currently 
part of it is granted in the form of loans). 


6. Stop deregulating trade because this impacts 
Third World populations directly. 


These proposals certainly aren't enough to solve 
all the injustices of North-South relations but they 
are necessary if human development and justice 
are to be given a chance. 


Eric Toussaint cadtm@skynet.be President of the 
Committee for the Cancellation of Third World 
Debt 





For further information: Christian Losson's article 
«Contorsions sur la dette» 
http: // www. liberation. fr/quotidien/semaine/ 20000 
722samr.html 





Translation coorditrad@attac.org 





Structural Adjustment: Ecuador's Costly 
Loan 


The citizens of Ecuador have been experiencing 
nothing less than a_= social and economic 
catastrophe. In one year - 1999 - the economy 
collapsed: 


poverty increased to 44% from 38% in 1998; 
GDP fell by 7%; 

consumer prices rose by nearly 60%; 
unemployment increased by about 50%; 

real wages decreased by more than 20%; 
children between 6 and 15 years of age unable 
to afford schooling increased to 64% of the 
eligible population from 50% in 1998; 

* those unable to receive medical attention rose to 
70% from 50% in 1998; and 

* the value of the sucre fell by two-thirds. Hence, 
the frozen bank deposits and the valuation of the 
sucre at 25,000 to the dollar has eroded the real 
value of wages and the minimal savings of the 
poor and the middle class. 


* *¥* *¥ *¥ *¥ * 


It is expected that, as of this year, half of the 
population of Ecuador will be living below the 
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poverty line. Approximately one third of the 
population lacks access to safe water. Over 40% 
of the population lack access to sanitation and 
health services. There is a significant and growing 
level of income inequality. 


Financial sphere 


In the sphere of international finance, Ecuador has 
gained notoriety because it is the only country to 
default on its Brady bonds, which are guaranteed 
bonds named after former U.S. Treasury Secretary 
Nicholas Brady. Prior to the default in the fall of 
1999, bondholders pressured the IMF to ensure 
they were paid. They wanted the IMF to give its 
"seal of approval" to the policies of the 
government of Ecuador, so that it could pay them 
off and avert a default. Bondholders were furious 
when the IMF, which has managed a series of 
public bail outs of private investors during the 
1990s, refused to do their bidding. Consequently, 
Ecuador defaulted on $6.5 billion of Brady bonds. 


After many months of failed attempts by the 
government to negotiate a loan,in March 2000, 
the World Bank and the IMF issued a joint 
statement "signaling" that Ecuador's social and 
economic reform program merited support and 
indicating to other bilateral, multilateral and 
commercial creditors that Ecuador was back "on 
track." 


The new loan, called a "Stand-by Arrangement," 
secures the IMF's "seal of approval" for the 
Government's economic policies. This "seal of 
approval" enables the cash-strapped and highly 
unstable Government to borrow from a range of 
creditors (e.g. World Bank, Inter-American 
Development Bank, and the Andean Development 
Corporation). The IMF derives its power from its 
capacity to mobilize resources from the financial 
community. The IMF loan in the amount of $300 
million leveraged approximately $1.7 billion from 
other creditors. Now that resources are flowing in, 
the government has restarted negotiations with 
bondholders. 


Proponents of the Government's economic reform 
agenda Say that it will foster broad-based growth; 
but opponents say that the agenda will further 
impoverish the majority of Ecuador's population. 
They claim that certain conditions of the loan (the 
dollarization of the economy and the plan for 
recapitalizing the banking sector) will add to the 
country's towering debt. There is concern that the 
IMF- and World Bank-backed agenda will erode 
public institutions, require cutbacks in social 


services and cutbacks in subsidies of basic goods, 
mandate regressive reforms to the tax structure, 
and contribute to an overall decline in the quality 
of life for the citizens of Ecuador. 


IMF loan conditions 
A. PRIOR ACTION: 


Prior to releasing the IMF loan in April, the 
Congress of Ecuador was required by the Stand-by 
Arrangement to pass an amendment to the "Law 
for Economic Transformation," in order to pave 
the way for a number of reforms, including the 
restructuring of the banking system "in a manner 
satisfactory to the _ international financial 
institutions." 


The law, with the requisite amendment, passed on 
March 1, 2000, includes provision for: 


* DOLLARIZATION. Dollarization, which puts the 
U.S. Federal Reserve in charge of Ecuador's 
monetary and financial policy. The sucre (which 
was 7,000 sucre to the dollar 18 months ago) will 
be dollarized at the rate of 25,000 sucre to the 
dollar. Within Ecuador, the proposal to dollarize 
remains wildly controversial. Polls claim a 60 
percent disapproval of the proposal among the 
general populace. Many citizens object to the loss 
of sovereignty implicit in the loss of the national 
currency, the sucre. The U.S. Federal Reserve will 
exercise the levers of financial and monetary 
policy to benefit the U.S., not Ecuador. 
Ecuadorian citizens also object to the exchange 
rate (25,000 sucre to the dollar) employed in the 
dollarization process. This exchange rate has 
reduced the value of assets denominated in sucres 
by about 70% over the last 18 months. In J anuary 
2000, there was a massive popular protest over a 
range of policies, including dollarization. 


*LABOR MARKET "FLEXIBILITY." The law paves 
the way for labor reforms, including the removal 
of restrictions that, heretofore, have prevented 
employers from using temporary labor contracts 
and wage "unification." The government plans to 
continue its civil service reform program by 
terminating 26,000 public sector employees by 
2002. Labor market "flexibility" is a euphemism 
for measures that generally have the effect of 
weakening the negotiating power of trade unions, 
increasing job insecurity, and driving down wages 
in order to make economies more internationally 
competitive. 
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* PRIVATIZATION. Two state telecommunications 
companies will be privatized. In addition, six state 
electricity generation companies and 18 electricity 
distribution companies will be privatized. Often 
privatization has meant that state-owned 
companies are sold to multinational corporations 
or to the privileged local business class with close 
links to government. It is unclear what provision 
the Government of Ecuador is making to ensure 
that poor citizens continue to have access to 
telecommunications and electrical services. 


* PROVISION OF OIL PIPELINE PERMITS to enable 
international oil companies to build and operate 
pipelines. Specifically, a second trans-Andean oil 
pipeline is planned. . Expansion of oil exports 
constitutes a lucrative source of hard currency, 
which among other things, is needed to service 
Ecuador's gigantic debt. The government of 
Ecuador will attempt to attract foreign direct 
investment (FDI) to the energy sector. However, 
citizens need further information about plans for 
expanding the energy sector, specific plans for 
drafting hydrocarbon legislation, and the possible 
social and environmental impacts of such plans. 


* REFORM OF THE FINANCIAL SECTOR in the 
context of a collapsing banking system. Currently 
the Government of Ecuador pays approximately 
$160 million a year in interest on past bond 
issuances (more that the government's entire 
health budget for 1999). This figure will rise 
significantly in the future as debt is incurred 
through new bonds issued to recapitalize the 
banking sector. 


B. PERFORMANCE CRITERIA. 


These conditions outline actions that the 
Government of Ecuador must take in order to 
maintain its lifeline of credit from the IMF and 
other creditors. 


* The Government must meet its external debt 
payment obligations. In 1998, the external debt 
was 66 percent of GDP. In 1999 (with the decline 
in GDP, the sucre depreciation and the banking 
crisis) this rose to 90 percent of GDP. During 
2000, it is expected that interest payments on 
external debt may amount to $1.2 billion, more 
than 10 percent of projected GDP and a projected 
54% of the government's budget. The growing 
burden of debt has heavy consequences for 
Ecuador's citizens, such as tax hikes and cutbacks 
in government services. 


* The government should reduce inflation to 20 
percent by 2002 by setting a ceiling of 2% of GDP 
for the fiscal deficit and 70% for the public 
external debt. The fiscal deficit target will mandate 
a very strict program of fiscal austerity, especially 
given the large proportion of government 
expenditures on debt servicing. According to 
reports, the World Bank may cut back its own 
lending program if the government does not 
adhere to designated social sector spending 
targets. 


* On July 1, 2000 the government should increase 
the prices of domestic fuel by 60 percent and 
cooking gas by 40 percent. On October 1, the 
government should increase the price of high- 
octane gasoline by 60 percent, low-octane 
gasoline and diesel fuel by 30 percent and cooking 
gas by 40 percent (relative to the June 2000 
prices). Due to citizen opposition and protest the 
government planned to postpone the July 1, 2000 
increase in cooking gas prices until October. 
Sustained citizen opposition to these policies may 
yet necessitate other revisions. 


C. STRUCTURAL BENCHMARKS: 


* Import tariff surcharges should be removed as 
of January 1, 2001. Consequently, the 2001 
budget proposal submitted by the Executive 
Branch to the Congress should reflect revenue 
losses from the removal of surcharges. In addition 
to revenue losses, import tariff reductions can 
result in a flood of new imports that can 
undermine domestic industrial and agricultural 
production. 


* The Executive Branch should submit tax reform 
legislation to the Congress that includes: an 
increase in the rate and a broadening of the base 
of the value-added tax (VAT), a reduction in the 
personal exemption under the income tax, and a 
new consumption tax on domestic petroleum 
derivatives. 


* The banking system should be recapitalized and 
restructured in the context of regulatory reform. 
The IMF requires that the government agree to a 
complex monitoring system of detailed financial 
data. 


Citizen concern 
There is widespread and deep concern about 


aspects of the IMF transaction. In particular, 
citizens ask: 
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* Whether these resources will fuel capital flight 
and fraud. There is a history of rampant 
corruption in Ecuador. When the last four 
presidents of Ecuador were ousted or imprisoned, 
corruption was involved. 


* Whether U.S. foreign policy interests are driving 
the IMF involvement in Ecuador. Some say that 
the Government of Ecuador demanded the IMF 
loan in exchange for allowing the U.S. to maintain 
its military bases in the country. 


* Whether the loan effectively bails out private 
investors at the expense of the taxpayers of 
Ecuador, adding to the country's already deep 
burden of debt. 


* Whether the dollarization process, which 
subordinates the monetary and financial policies of 
Ecuador to those of the U.S. Federal Reserve 
Bank, can be halted or reversed. 


* Whether the IMF-backed economic policies will 
further impoverish poor and middle-class citizens 
of Ecuador. 


* Whether attempts to exploit oil reserves will 
have irreversible negative consequences for the 
environment and marginalized populations. Plans 
for economic growth rely heavily on construction 
of a second trans-Andean pipeline and high and 
rising oil revenues. 


* Whether the privatization and public sector 
reform components of the structural adjustment 
program will reduce access to services, raise 
prices, exacerbate unemployment or undermine 
collective bargaining rights. 


Opposition 


Opponents of the Government's agenda led a 
broad mobilization and protest in January 2000. 
The Confederation of Indigenous Nationalities of 
Ecuador (CONAIE) and other popular movements 
organized a parallel government led by CONAIE's 
Antonio Vargas. CONAIE and its allies might be in 
power today were it not for the U.S. working with 
the Ecuadorian military to put President Noboa in 
power. 


CONAIE has proposed that some of the more 
controversial economic policies be subjected to a 
democratic political process. The organization 
proposes holding a plebiscite on certain policy 
conditions attached to the IMF loan, including 
dollarization of Ecuador's currency and _ the 
privatization of state-owned companies. 


Contact decision makers with your views: 


World Bank Vice-president, Latin American and 
Caribbean Region 

1818 H Street, N.W. 

Washington, D.C. 20433 

Tel: (202) 473-8729 

Email: ddeferranti@worldbank.org 





Mr Claudio M. Loser, 

IMF Director, Western Hemisphere Department 
700 19th Street, N.W., 

Washington, D.C. 20433 

Tel: (202) 623-8373 

Email: closer@imf.org 


Editing Barbara Strauss newsletter@attac.org 





